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During the past 
REAL ESTATE few weeks addi- 
ACTIVITY tional data on real 
estate activity have 
allowed us to revise our index slightly 
upward. The high-water mark of the 
last real estate recovery was reached 
in August 1950. Our index was then 
47 points above normal. By October 
coat . it had dropped microscopically to 
USE SECOND SCALE AT mGnT 46.4. Since then the drop has been a 
bit more rapid. In February 1951 the 
index stood at 40.3 points above nor- 
mal. This level is still almost 6 
points higher than the February 1950 
reading, and most of the cities mak- 
ing up our index are still above their 
February 1950 level. On the other 
hand, several cities have slipped 
rather drastically. Minneapolis, Ok- 
lahoma City and St. Louis are among 
those that have seen their real estate 
activity suffer most. 


IDEALIZED CYCLE Z Most of us are anticipating some 


OF 18 YEARS changes in the real estate market as 


1951 moves toward its midpoint. The 
new houses that were exempted from 
the October 12 credit restrictions will 
1944 1945 1946 1947 1948 1949 1950 195! ; nearly all have moved into the market 
by May or June. From then on an even 
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greater percentage of real estate sales will be sales of older houses. Most of us 
realize that. We think, therefore, that brokers will be well advised to start talking 
up the advantages of these older houses (of course, many of them are “old” only in 
the sense that they were started prior to August 3, 1950). In addition to the more 
liberal financing terms that are still available, these older houses have several 
other potent advantages. Most of them have more livability expressed in terms 
of living space and storage space. For the same amount of money, the purchaser 
can generally buy more real livability in an older house than he can in a brand 
new one. Moreover, a great many of the new houses will prove inadequate when a 
housing surplus develops and will depreciate more rapidly in value. This will not 
be so true of those houses built along the more generous lines of the late thirties 
and early forties. 


Last month we mentioned that the tax advantages of home purchasing should be 
fully understood by brokers and explained to prospects. We also mentioned that the 
National Institute of Real Estate Brokers had published a special tax bulletin. Several 
subscribers have written to us for this bulletin. We’re sorry, but we don’t dis- 
tribute them - you’ll have to write NIREB for them. 


Incidentally, brokers should also keep in close touch with proposed legislation on 
taxes. At present there is a measure under discussion in Washington to give tax re- 
lief in cases where an owner Sells his house and uses the proceeds to buy another one. 





Construction costs have continued to climb and 
RESIDENTIAL CON- further increases are in store. On page 15lisa 
STRUCTION COSTS chart showing the results of our recent survey of 
_ construction costs in 51 cities. The bars of the 
chart are broken into three sections representing labor costs, material costs and 
overhead. The survey shows that the cost of building our standard six-room frame 
house is highest in Trenton, New Jersey, and lowest in Charleston, South Carolina. 
(There are some cities represented in the chart that show a lower cost than Charles- 
ton, but the house cost in these cities is figured without basement. The Charleston 
house has a basement.) The cost of a one-car garage is included in the costs shown 
in this chart. The cost of the house in St. Louis, without garage, is $15, 770. 


The chief reason the housing boom is rolling at an 
RESIDENTIAL CON- even faster pace is simply because Regulation X 
STRUCTION VOLUME hasn’t been in effect long enough to slow it down. 

The big backlog of commitments has about worked 
itself out and starts should show a marked decrease within a month or two. If they 
don’t, we can expect some drastic action from the Federal Reserve, who is watch- 
ing the picture very closely. Right now, however, they are apparently satisfied 
that the Regulation as it stands will accomplish its purpose. 


During February, mortgage activity rolled right 
REAL ESTATE along at its near-record pace. To be sure, it gave 
MORTGAGE ACTIVITY a slight nod toward Regulation X as it moved from 

206.1 to 203.5, but such trifling decline is worth 
nothing more than passing comment. It must be remembered that our index is 
based on mortgages recorded and that the attrition that must be taking place at 
commitment level will not show up for another couple of months. 
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BREAKDOWN OF TOTAL CONSTRUCTION COSTS OF A STANDARD 
ix ROOM FRAME HOUSE BY LABOR, MATERIAL & OVERHEAD 
E ag ae 
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NEW DATA ON HOUSING 


The following discussion andcharts deal with com- 
SIZE OF INVENTORY parisons of data gathered during the 1940 and 1950 

housing censuses. Virtually all of the data in this 
article will refer to nonfarm dwelling units. These are the dwelling units in areas 
classified as “urban areas” and dwelling units classified as “rural nonfarm.” Ur- 
ban areas are defined in the following manner: 


1. Places of 2500 inhabitants or more incorporated as cities, boroughs and 
villages. 


2. Densely settled suburban areas or urban fringes, incorporated or unincor- 
porated, around cities of 50,000 or more. 


3. Unincorporated places of 2500 inhabitants or more outside of any urban 
fringe. 


4. Incorporated towns of 2500 inhabitants or more (except in New England, 
New York and Wisconsin, where “towns” are simply minor civil divisions of coun- 
ties). 


Naturally enough, the Bureau of the Census defines “rural nonfarm” dwelling 
units as all those dwelling units that are in rural areas but are not on farms. There- 


fore, the classification “nonfarm dwelling units ” embraces all urban dwelling units 





and all rural nonfarm dwelling units. 
DWELLING UNITS IN THE 
From 1940 to 1950 there was an in- UNITED STATES 
crease of 9, 707,000 nonfarm dwelling u- 1940 —- 1950 
nits. This represented a rise of 32.7% wALLIONS OF WhaTS 
in that decade. (In other words, we added 
about 3% per year to our nonfarm housing ee 
inventory. ) CLASSIFICATIONS 
‘hich cee FROM 1940 -1950 
The chart to the right shows the break- 3596 
down of the various classifications of 
dwelling units at the time of the 1940 and 
1950 censuses. It should be kept in mind 
that the 1950 figures are now about a year 
old and the 1950 total of 39, 390, 000 non- 
farm dwelling units has probably grown 
to something in excess of 41, 000, 000. 














Notice that the number of farm dwell- 
ing units declined sharply (15%), while 
the number of urban dwelling units and 
rural nonfarm dwelling units increased 
tremendously. Their increase was 35% 
and 25%, respectively. 












































While the size of our housing inventory increased 
QUALITY by prodigious leaps, its quality also showed marked 

improvement. Such a tremendous bulk of general 
repair work as took place during the decade is always difficult to measure, but its 
answer is obscured even more by a major change of definition. The 1940 census 
listed houses “in need of major repairs, ” but the 1950 census lists houses as “dilap- 
idated” or “not dilapidated.” The Bureau of the Census goes on to say that the dif- 
ference between these definitions is so significant that the figures in the two classifi- 
cations are not comparable. 


ing quality in our houses are found in data 


on plumbing and bathing equipment in non- 
| farm dwelling units. The-two small charts | yon raru 790%) 


opposite show the improvement that has INSIDE TOILET 10 
been made. FACILITIES 








In 1950, 84.2% of all nonfarm dwelling 
units were equipped with inside toilet fa- 
cilities (4.6% shared and 79.6% private), 
while in 1940, 79% were so equipped (6. 2% 
shared and 72. 8% private). The increase Stamm 
in the percentage having bathing facilities | or sHowers _——a 
was somewhat better, rising from 74.1% 
in 1940 to 81. 2% in 1950. 














The number of vacant nonfarm dwelling units will 
VACANCIES leadto a great deal of discussion. The chart below 

shows a gross vacancy of 7.05% in 1950 compared 
with 6.5% in 1940. Intelligent comparison between these figures is almost impossi- 
ble because of the disconcerting changes in definition, and other unexplained differ- 
ences. We have already mentioned the change involving the definition of “houses 
in need of major repair” and “dilapidated” or “not dilapidated.” In 1940 the first 
classification was used and in 1950 the second was used. 


The Housing and Home Finance Agency 

VACANT NON FARM DWELLING UNITS acknowledges the 7.05% vacancy in 1950 
19420-1950 (AS A PERCENTAGE OF ALL-| but hastens to add that the “effective” va- 
ae Bisa "ee aig cancy is only 1.7%. They point out that 

10% — 6 50%, a large portion of this 7.05% vacancy is 

M TT, either ‘dilapidated, ” “off the market” 
(for various reasons), or “for seasonal ” 

use. The difficulty lies in the fact that 

the 1940 figures are not broken down in 

a Similar manner and, therefore, com- 

parison is difficult if not impossible. The 

“seasonal” figures for 1940 and 1950 are 

more or less comparable and they point 

to a rather startling conclusion. Appar- 

ently the number of seasonal units has 

shown almost a 70% increase since 1940 
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(from 650, 000 to 1,100,000). In the days of a housing shortage and more intensive 
use of dwelling units it seems strange that the number of seasonal units would in- 
crease. The tendency should be for them to decrease as the housing shortage forced 
families to use them on a year-round basis. 


For a long time we have felt that the housing shortage was over and that rents 
should be decontrolled. We are surer of it than ever now, and the gross vacancy fig- 
ures bear us out. We are going to continue our investigation of the breakdown on 
these figures and will report to you every time we find anything significant. 


We have also had some doubts as to the necessity of a 5% vacancy factor in hous- 
ing. It’s perfectly all right to talk about a 5% vacancy factor being desirable in that 
it allows some flexibility in the market, but when it becomes a basis for measuring 
whether or not rents should be controlled, it is time to look more closely at this 
figure. 


There was a very large increase in the number of 
owner-occupied units during the 1940-1950 period. 
In the later yearthere were 8.1 million more home 
owners than at the beginning of the last decade. The table below shows the increases 
in both owner- and tenant-occupied units. 


HOME OWNERS INCREASE 


% 
increase 
71.1 

4.7 
32.0 


1940 
11, 413, 000 
16, 335, 000 
27, 748, 000 


1950 
19, 528, 000 
17, 098,000 
36, 626, 000 


Owner-occupied nonfarm units 
Tenant-occupied nonfarm units 
Total 








The chart below shows the com- The accompanying chart shows the breakdown 








parison between the percentage 
of owner- and tenant-occupied 
units in 1940 and 1950. 


PERCENTAGE OF OWNER & 
TENANT OCCUPIED UNITS 


(NON FARM)IN I1940 & 1950 
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of white and nonwhite home owners in 1940 and 
1950 and the percentage increase of each kind 
in the 10-year period. 
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The small chart at the | \EDIAN SIZE HOUSEHOLD & MEDIAN 


NUMBER right shows the com- |n\j4BFR OF ROOMS IN NEW DW. UNITS 
OF ROOMS parison between size of (NON FARM) 1940-1950 


households and number 
of rooms in 1940 and 1950. As most of us 
realize, both showed a decline as a result 
ofthe large increase inthe number of 
small families. Every time a marriage MEDIAN NUMBER OF 
occurs a below-average-size family is ROOMS PER NEW OW.UNITS 
formed and the families from which the 
married couples come also shrink by one. 
So, there’s nothing like a rise in the 
marriage rate to bring down the “average” 
family size. 











3.0 


2.0 


1.0 
The drop in the number of rooms is 


due to several factors. Obviously, the 
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chief reason is that the new dwelling units 1940 _— 

have (on the average) fewer rooms, but the reasons they have are threefold (1) small- 
er families don’t need as many rooms as larger ones; (2) recent trends in de- 
sign have been toward elimination of dining rooms, thereby cutting out one room 


automatically; (3) construction costs have been so high that they have encouraged 
fewer rooms (and also smaller rooms). 








In 1950 the average RENT INCREASES COMPARED WITH 
RENTS contract rent being | INCREASES IN FOOD & CLOTHING PRICES 
STILL LOW paidfor nonfarm rent- | & WAGES 

ed dwelling units was ° 
$39 per month. In comparison, the 1940 7 x 
figure was $24 per month. 











PERCENTAGE 
INCREASE 

The chart to the right shows this com- FROM 1940-1950 
parison and also shows how f od prices, 
clothing prices and wages have risen du- 
ring 1940-1950. While rents rose 623%, 
food prices, clothing prices and wages 
rose 111%, 85% and 108%, respectively. 
It seems that this differential between rent 
raises and wage-price rises is going to 
become even greater. 


111.0 % 





1935 - 1939 = 100 





DOLLARS PER MONTH 


INDE x 





Most home owners 
INCREASES have an exaggerated i- 
IN VALUE dea of the value of their 

homes (except when 
discussing taxable value), but the infor- 
mation gathered in the 1940 and 1950 : ; 
censuses on home values is a fairly good FOOD CLOTHING WAGES 
rough guide even though it was probably — 
too high in 1950. 












































The bar chart on this page shows that the average home owner in 1940 thought 
his house and lot were worth $3, 565, while in 1950, inflation and uninformed opin- 
ion (plus the larger percentage of new homes) brought an upward revision to $10, - 
800. 





Our poll of real estate brokers taken at 
regular intervals and in 140 metropolitan 
areas indicates an increase of 166% in the 


VALUE OF AVERAGE OWNER 
OCCUPIED HOME 


NON FARM 


1940-1950 





market value of our 6-room frame house 
during 1940-1950. We believe that this 
is a more reliable figure than averaging 
home owners’ opinions. This is the chief 
reason we believe the 1950 average value 
of $10, 800 is too high. We simply be- 
lieve that the average broker is a better 
judge of m arket value than the average 
home owner. Therefore, we believe that 
the indicated increase of 203% in the aver- 
age value of nonfarm homes is somewhat 
of an overstatement. 


INCREASE IN 
VALUE OVER 
1940 





1940 





Most of us have been so intrigued by the tremen- 
dous mortgage activity in recent years that we 
seldom stop to consider the even greater number 
of mortgages that have been paid off. In fact, we believe that the following infor- 
mation will come as a surprise to most 


MORTGAGE STATUS 








people (not everybody, but most). Since 
1940 the number of nonfarm dwelling units 
without mortgages has increased by 4.75 
million, while the number of units with O25. | 5.8 
mortgages has increased 3. 32 million. In | acai 

other words, nearly 1.5 million more units 
have come out from under their mortgages 
than have been added by new mortgages or 
refinancing. The breakdown on these fig- 
ures is shown by the chart at the right. 


MORTGAGE STATUS OWNER OSCUPIED 
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As we see it there are two primary reasons for this: (1) the fabulously good 
times of the past ten years have enabled a large number of home owners to pay off 
mortgages made at comparatively low levels; and (2) there have undoubtedly been a 
large number of multifamily buildings that have become paid up while a comparatively 
few multifamily buildings have been started during the 1940-1950 period. 


As more detailed census information becomes avail- 
able, we expect to be able to present a large num- 
ber of interesting studies on various aspects of 
housing in all parts of the country. Seldom has there been a time when this type of 
information was more needed, both from the standpoint of helping the broker in his 
day-to-day contacts and in providing the real estate industry with arguments to 
combat its two archenemies, public housing and rent controls. 


MORE DATA TO COME 
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